Abstract: How to deal with the impacts of the exchange rate on the trade balance of Brazil? There is not a single answer to such question. In order to find out some legal approaches for this matter, this paper aims to describe and analyze the role of the IMF, WTO and the governments of Brazil and the United States on the currency misalignments, especially the extraterritorial effects of such misalignment on the Brazil's bilateral trade with the United States. The article concludes that the Currency Swap Agreements and other bilateral solutions may minimize the distortions that the Brazilian balance of payment against the USA is carrying, due to the lack of legal solutions for the problem of the exchange rate misalignments that Brazil is facing.
The Currency War that are damaging the international trade of Brazilian goods and consequently the Brazilian balance of payments links these two items.
Therefore, in the next sections it will be tried to deal with the interconnection between international financial crisis, currency, trade, GEG and Brazil in order to discuss the role of the International Monetary Fund ("IMF") and the World Trade Organization ("WTO") in the Currency War. After that, it will be analyzed the measures that Brazil and other developing countries are taking to minimize the inertial position of the IMF and the procedural difficulties that they may face before the WTO.
Thus, first, what Currency War is in fact?

The International Financial Crisis and its Implications on Currency and Trade
The forces unleashed by the subprime crisis will probably run rampant for years, threatening more and collateral damage. The disruption in our credit markets is already of historic proportions and will have important economic impacts. (SHILLER, 2008) .
In the USA US$11 trillion in household wealth and 8 million jobs were lost as the economy hit an annualized rate of decline in GDP of 6.2% in the last quarter of 2008 2 . In 2009, the USA GDP fell by 2.4 percent in 2009 and the UK GDP fell by 4.9 percent (LYBECK, 2011) .
The crisis affected much deeper the developed countries than emerging economies, such as Brazil and China.
In this scenario, the developed countries -such as USA, UK and Japan -plus China cut their short-term interest rates to approximately zero or zero in order to recuperate their economies. In addition, in 2008, the Federal Reserve -Fed -released a monetary plan called the Quantitative Easing plan 3 ("QE") in a attempting to block a deflation in its economy. Yet, the Fed's monetary policy will not affect just the U.S. economy, but the entire world, especially the international trade and the developing countries 4 . Consequently, the foundations of the socalled Currency War were launched with the QE plan.
UK and Japan released their QE plan too and China established its QE plan in 2008.
Brazil and South Korea prepared their own economic reaction. Brazil has taken measures 5 to devaluate its currency from appreciating too sharply and too fast against currencies of the central economies, such as USA and UK. RICKARDS points out that:
Printing dollars at home means higher inflation in China, higher food prices in Egypt and stock bubbles in Brazil. Printing money means that U.S. debt is devaluated so foreign creditors get paid back in cheaper dollars. The devaluation means higher unemployment in developing economies as their exports become more expensive for Americans. (G.N. In contrast, it is possible to frustrate -through adjustments in the exchange rate -the provisions related to a fair trade in accordance with the GATT rules without manipulating the exchange rate or without considering the politic aspects that do involve the relationship of the IMF with its members.
Although we could present several economic and legal examples, discuss all of them, and link monetary policies, exchange rate misalignments and international trade affairs, it is sufficient recognize that from the economic and legal sides, exchange rate and trade are strongly interconnected.
Consequently, the USA EQ plan and the so-called Currency War, for example, is a matter of a trade concern too, as "They are complementary and mutually dependent. They are the two sides of the same coin." (BALTENSPERGER and COTTIER, 2010) .
or with that contracting party's special exchange agreement with the CONTRACTING PARTIES, or (b) the use by a contracting party of restrictions or controls in imports or exports, the sole effect of which, additional to the effects permitted under Articles XI, XII, XIII and XIV, is to make effective such exchange controls or exchange restrictions."
10 The General Agreement on Tariffs and Trade from the WTO -GATT.
11 IMF Article IV (Section 1 -iii): "General obligations of members: Recognizing that the essential purpose of the international monetary system is to provide a framework that facilitates the exchange of goods, services, and capital among countries, and that sustains sound economic growth, and that a principal objective is the continuing development of the orderly underlying conditions that are necessary for financial and economic stability, each member undertakes to collaborate with the Fund and other members to assure orderly exchange arrangements and to promote a stable system of exchange rates. In particular, each member shall: (…) (iii) avoid manipulating exchange rates or the international monetary system in order to prevent effective balance of payments adjustment or to gain an unfair competitive advantage over other members; and (…)." (G.N.). In fact, Currency War converted into Exchange Rate Misalignments that affected Brazil, distorting its trade balance with the USA. In order to proceed with the next items, it is important to clarify that Currency War is in fact triggering the exchange rate misalignments among the countries. For this purpose, the term exchange rate misalignments will be in place.
The Global Economic Governance Through International Economic
Organizations -A Brief Introduction on the IMF and the WTO and their relationships with currency and trade
In order to prepare the grounds to evaluate the probable solutions related to the exchange rate misalignment and its impact on the trade sector, it will be described a framework of the Global Economic Governance and its main international economic organizations.
Governance has become an essential concept and certainly one of the most significant manifestations of the social sciences 16 that scholars and practitioners may apply as a theoretical approach to understand the flaws and complexities of the economic and legal problems that they are facing after the international financial crisis, particularly the Currency War.
Global Economic Governance may be assessed via international public and privatesector bodies 17 and / or through Bretton Woods institutions that comprise international economic organizations with responsibility to deal with monetary (IMF), financial or credit (World Bank) and trade (WTO) areas. This item will focus on the creation and scope of the IMF and the WTO.
IMF and WTO -An historical overview
Pre-Bretton Woods -1918-1933
In 1918 
Bretton Woods -1944
In 944 -USA, politicians, economists, chief of states and other diplomats agreed to establish and create the foundations of the modern international financial organizations. The
Fund (IMF), the Bank (World Bank) and the GATT were formed to deal with and to improve the international financial system in that time. They were created in order to organize the international financial world after de WWII. From the political side, they shaped conditions to reestablish the peace among European countries, Japan and the USA and from the economic side they had to work on the currency devaluation among countries and the Beggar thy-neigbour policies that were destroying the world economy.
Pos-Bretton Woods -1970-1994
In 1971, the monetary system collapsed. Consequently, some reforms took place, such emerged from the Bretton Woods Conference and from the 1970s collapse of the international financial system in order to try to cope with the global economic and financial imbalances, such as exchange rate misalignments and trade.
Although the World Bank has an important role in the international economic and financial scenario, its role will not be evaluated in this paper.
IMF and WTO have been established to accomplish international coordination in the world economic forum. How? Easing collective action among countries to promote stronger economic growth and enhance financial stability (ALEXANDER, DHUMALE AND EATWELL, 2006).
IMF
The main purpose of the IMF to deal with imbalances of the international financial system, especially related to the exchange rates, international payments, and to "ensure the stability of the international monetary system" 20 . Article IV (iii) of the IMF Agreement establishes that members shall avoid manipulating exchange rates or the international monetary system in order to hinder or affect negatively, for example, the balance of payments of other members. This provision obliges members in relation to the Fund and not members in relation to others.
WTO
WTO is a member-driven organization and currently it has more than 145 member countries. The main WTO Agreement for trade is the GATT, the General Agreement on Tariffs and Trade.
The WTO was created to: (i) deal with trade and its liberalization; (ii) to be a forum for members to negotiate trade agreements; (iii) to be a place to set and manage a body of rules 
IMF and WTO -Governance and Decision-Making Process
(…) the institutional structure of these international organizations significantly influences their decision-making processes with respect to developing standards of economic governance and financial regulation and therefore constitutes a global governance concern. (ALEXANDER, DHUMALE AND EATWELL, 2006).
The Board of Governors is the highest decision-making body of the IMF. It consists of one governor and one alternate governor for each member country. Such governor is appointed by the member country and is usually the minister of finance or the head of the central bank.
In relation to the approvals of the important issues, the Executive Board 22 is the government body to deal with quota increases, special drawing right (SDR) allocations, the admittance of one new member, compulsory withdraw of member, and amendments of the Articles of Agreement. How much political force has one voting member country? It depends on the number of quotas allocated for each member country. According to the IMF:
"When a country joins the IMF, it is assigned an initial quota in the same range as the quotas of existing members that are broadly comparable in economic size and characteristics.
The IMF uses a quota formula to guide the assessment of a member's relative position." According to the IMF data, the division of the voting power of USA, Japan, Germany, In contrast to the IMF, the WTO encompasses a different governance structure. All members have vote (one member à one vote). There is a political equilibrium inside the WTO in terms of vote. Although the political power in the WTO is very different from the IMF, in the WTO all controversies and agreements are reached by consensus. On the contrary, the alleged controversy or disagreement will be decided by vote.
Countries members make their decisions through various councils and committees, whose membership consists of all WTO members. The highest authority is the Ministerial
Conference that can take decisions on all matters under any of the multilateral trade agreements.
IMF and WTO -The Legitimacy Matter
IMF has been facing the legitimacy problem, and it is becoming critical to the global governance. Developing countries, such as Brazil, are challenging the US to change the political power of their quotas in order to give more representativeness to them.
Nonetheless, this claim remain unresolved by the Board of Governors of the IMF, especially because the unwillingness of the US to change its political force, as established above,
Brazil is under represented when compared with the USA, Germany, Japan, France, and UK.
Unfortunately, this will damage the representativeness and legitimacy of the IMF to deal with the international financial crisis, especially because the developing countries will not feel that the IMF represents them. This fact may threaten the global governance of the financial system. Necessity for reforming in the governance of the IMF is a very urgent issue.
Is WTO facing the same problem of representativeness? Is not easy to answer. Why?
Because of the rule "one country, one vote". From this point of view, the representativeness of the countries in the WTO is preserved.
On the other hand, the WTO shall deal with the proliferation of bilateral agreements that are bypassing the WTO meetings and agreements, even the IMF and WTO rules. The FTA 25 s may compromise the mission of the WTO that is to promote fair and free trade in services and goods.
IMF and WTO -The Enforcement Matter
How do the IMF and the WTO enforce their rules and agreements on their members?
IMF
The IMF may rely on: (i) Surveillance (Article IV:3 of the Articles of Agreement); and (ii) Conditionality powers (Article V, section 3(a)).
Article IV (3)(a)
gives legal grounds to the Fund exercise its surveillance over exchange arrangements. In accordance with this article, the Fund shall "oversee" the international monetary system in order to ensure the compliance of its members with its rules established in the IMF Articles. This surveillance activity consists of evaluating and preparing annual reports on a member's economic development and financial sector stability.
Unfortunately, according to the specialized literature (LOWENFELD, 2008) , the 25 Free Trade Area Agreement.
surveillance program has not been succeeded when have to impose its rules to the "major financial powers", such as the USA the UK. Why? One of the reasons is that the USA, for example, has sufficient political power in the IMF governance to block, for example, any kind of punishment or report contained negative information and numbers that may be released by the IMF against the US and that reflects the surveillance work of the IMF.
According to Article V, section 3(a), the Fund may implement policies for "special bal-
ance of payments problems" and, assisting their members in accordance with the Articles of Agreement, the Fund may establish "safeguards" 26 to a member country. For example, in order to make disbursements of capital to a member, the Fund may link it to a specific fiscal and exchange arrangements activities that a member shall take.
Finally, the Fund may suspend the voting rights of its member and, lastly, the Fund may even require the member to withdraw from IMF Membership, if this member persists in violate an obligation of the Articles of Agreement (70% majority vote of its Executive Board is required to dismiss a member).
WTO
The Dispute Settlement Body provides a rule based dispute resolution process by which a member(s) may claim against other member(s) because of an alleged violation of the rules of the Agreement signed or due to a noncompliance in relation to the rules and provisions of the main WTO Agreements.
The success of the dispute settlement mechanism as a means of managing trade disputes -large and small, and between developed and developing countries -is the crown jewel of the global economic regulatory order. Moreover, the rate of adherence to the WTO rules, both in general and in response to disputes brought, is a singular achievement for the system and is at the heart of its success as a systematic regulator in the face of the recent crisis. (GADBAW, 2010).
IMF and WTO -How to deal with the Exchange Rate Misalignment and its impact on the trade balance of Brazil?
There is no a single answer to such question. There are several approaches in accordance with the literature, scholars and practitioners. Some concerns will be addressed in order to deal with the problems raised in the previous items.
From the Point of View of the IMF and the WTO Rules
Article I of the IMF Articles establishes the importance of the exchange rate stability, and consequently of the currency to the international trade. It is interesting to highlight that these guidelines aim at the growth of the international trade market, as the exchange rate and its market ("the exchange market") are the monetary side of the international trade. When a good or service is traded in the international market a correspondent transaction in the exchange market occurs. This is a guideline for Brazil.
Due to the purpose of the IMF, most of the IMF rules from the Articles are concerned to the exchange rate, currency and capital control. It will be analyzed just the rules that deem to be related to the theme of this paper. They are: (i) Article IV, Section 1; (ii) Article IV, Section 2 (b); (iii) Article VI, Section 3 (a); and (iv) Article VIII, Section 2 (b).
Article IV, Section 1 deal with the general obligations of members regarding exchange arrangements, in which they shall promote stable systems of exchange rates. They must endeavor reasonable price stability and members may not: (i) produce erratic disruptions in the financial conditions of the country; and (ii) manipulate exchange rates or the international monetary system in order to impede adjustments in the balance of payments or to "gain an unfair competitive advantage over other members" 27 .
The manipulation of the exchange rate creates artificial conditions in the trade market and cause exchange rate misalignments. As discussed above, for example, if a country devaluate its currency affecting the exchange rate, its export goods will become cheaper in the international trade market, increasing the export market of its products. This also will affect its balance of payment, as the inflow of capital will increase too. Consequently, the balance of payment will produce artificial surplus as well. Is the Currency War a case of manipulating the exchange rate?
Brazil shall evaluate this rule. Although the main WTO Rule that deals with the exchange rate misalignment was already analyzed in the item 2.1 (ii) above, it is important to highlight that the GATT Article XV is a real and an excellent legal tool and reason to submit a claim against the USA, Japan, UK and China before the WTO Dispute Settlement Body. In this case, this should be the last measure that Brazil could take, just if it find itself without other "weapons" to protect the Brazilian economy against the exchange rate misalignments created by the central economies plus China 30 .
Instead of claiming against the countries before the WTO Dispute Panel, could Brazil require a study or a debate on the exchange rate misalignments, currency war and other related issues before a special WTO Committee? Yes. Brazil already did it 31 . However, the USA, the European Union, China and Japan requested that Brazil should present such inquiry before the IMF. According to them, the WTO is not the correct instance to discuss and deal with exchange rate misalignments.
On the other hand, the USA, Germany, Japan, France and the UK detain political power to establish the IMF agenda as it was described and analyzed in item 4.4 above (voting power and legitimacy). The purpose of the Currency Swap is to hedge against risk exposure associated with exchange rate fluctuations. This agreement ensure receipt of foreign money in case of a lack of it. According to the Brazilian finance minister, Guido Mantega, the agreement will protect both countries from difficulties in their balance of payment accounts 34 .
The operational side of this agreement may be summarized in accordance with the following description:
• Finally, the currency swap Agreement justifies a deeper analysis from the legal and economic point of view, as this could be an intelligent solution that, although does not eliminate the exchange rate misalignments, may help the parties to alleviate the impacts of the so-called currency war.
Conclusion
The conclusion will be an obvious one that in fact, currency war affects the international trade in a negative way. Yet, as a collateral effect, a currency war may develop to a trade war, in which countries establish tariffs barriers and other non-financial barriers to the foreign goods and services. This would be a pre-Bretton Woods era again. The world will return to a Beggar thy neighbour policy that destroyed the economy in the beginning of the twentieth century.
In addition, the scenario may deteriorate more. According to IRWIN:
Left unresolved, these tensions over exchange rate policy could give rise to unilateral action. This would not only undermine the credibility of the international institutions that have responsibility in this area, but could lead to damaging retaliation that would be difficult to contain and further harm a weakened world economy.
Moreover, according to the vast majority of scholars and experts, the solution will be the cooperation between the IMF and the WTO to work out over new rules that may minimize the 35 IMF -website: http://www.imf.org/external/np/pp/eng/2010/032510a.pdf (website visited at April 28, 2013).
effects of the exchange rate misalignments.
Finally, some questions will remain for further readings and considerations:
1. Would be the ultimate solution for the exchange rate misalignments the bilateral one, such as that answer that came out from Brazil and China, the currency swap agreement?
2. Will legal theories, and scholars, economists, lawyers, practitioners, diplomats, and politicians close the regulatory gaps and promote the IMF, the WTO and other international organization to cooperate and minimize or even solve the problem of the exchange rate misalignments?
3. Will be the international trade damaged because of lack of responsiveness of the political world?
